§1783.12

§1783.12 What are eligible uses of
grant proceeds?

(a) Grant proceeds shall be used sole-
ly for the purpose of establishing the
revolving loan fund to provide loans to
eligible entities for:

(1) Pre-development costs associated
with proposed water and wastewater
projects or with existing water and
wastewater systems, and

(2) Short-term costs incurred for re-
placement equipment, small-scale ex-
tension of services, or other small cap-
ital projects that are not part of the
regular operations and maintenance
activities of existing water and waste-
water systems.

(b) A grant recipient may not use
grant funds in any manner inconsistent
with the terms of the grant agreement.

§1783.13 What administrative ex-
penses may be funded with grant
proceeds?

RFP grant funds may not be used for
any purposes not described in §1783.12,
including, without limitation, payment
or reimbursement of any of the grant
recipient’s administrative costs or ex-
penses. Administrative expenses may,
however, be paid or reimbursed from
revolving loan fund assets that are not
RFP grant funds, including revolved
funds and cash originally contributed
by the grant recipient.

Subpart C—Revolving Fund
Program Loans

§1783.14 What are the eligibility cri-
teria for RFP loan recipients?

(a) A loan recipient must be an eligi-
ble entity as defined in §1783.3.

(b) The loan recipient must be unable
to finance the proposed project from
their own resources or through com-
mercial credit at reasonable rates and
terms.

(¢c) The loan recipient must have or
will obtain the legal authority nec-
essary for owning, constructing, oper-
ating and maintaining the proposed
service or facility, and for obtaining,
giving security for, and repaying the
proposed loan.

(d) The project funded by the pro-
ceeds of an RFP loan must be located
in, or the services provided as the re-
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sult of such project must benefit, rural
areas.

§1783.15 What are the terms of RFP
loans?

(a) RFP loans under this part—

(1) Shall have an interest rate that is
determined by the grant recipient and
approved by RUS;

(2) Shall have a terms not to exceed
10 years; and

(3) Shall not exceed the lesser of
$100,000 or 75 percent of the total cost
of a project. The total outstanding bal-
ance for all loans under this program
to any one entity shall not exceed
$100,000.

(b) The grant recipient must set forth
the RFP loan terms in written docu-
mentation signed by the loan recipient.

(c) Grant recipients must develop and
use RFP loan documentation that con-
forms to the terms of this part, the
grant agreement, and the laws of the
state or states having jurisdiction.

§1783.16 How will the loans given
from the revolving fund be serv-
iced?

The grant recipient shall be respon-
sible for servicing all loans, to include
preparing loan agreements, processing
loan payments, reviewing financial
statements and debt reserves balances,
and other responsibilities such as en-
forcement of loan terms. Loan serv-
icing will be in accordance with the
work plan approved by the Agency
when the grant is awarded for as long
as any loan made in whole or in part

with Agency grant funds is out-
standing.
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